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Annual General Meeting 


The annual general meeting of shareholders will be 
held on August 5, 1980, at 10:00 a.m. at the offices of 
Code Hunter, Barristers and Solicitors, #100, 640 - 7th 
Avenue SW., Calgary, Alberta, T2P 3A6. 


Annual General Meeting 


The annual general meeting of shareheiders will be 
heid on August 5, 1980, at 10:00 am. at the offices of 
Code Hunter, Barristers and #700, 640 - 7th 
Avenue SW., Calgary, Alberta, T2P 


To The Shareholders 


! Formulated in 1969, 

| Concept has had 
consistent success in 
discovering shallow gas 
» reserves and has been 

i responsible for finding 
six new gas fields. Two 
of these have developed 
into major gas fields (i.e., 
over 250 billion cubic 
feet of marketable gas). 
The Hussar shallow gas 
field is one of these. 


The majority of the 
financing for the 35 initial 
wells at Hussar has been 
raised internally. Funds 
amounting to approxi- 
mately $17,000,000 have 
been or are being obtained through farm-outs and 
joint ventures with investors and existing clients. An 
additional 144 wells are scheduled to be drilled at 
Hussar by 1983. 


Concept makes a turnkey drilling profit on sales of 
joint ventures and also retains a residual working 
interest in the properties. 


Alberta Operations 


THE HUSSAR GAS FIELD 


HUSSAR | - 36 sections 


Hussar/Wayne has been producing gas since 1965. 
The shallower, “blanket-lying” sands, however, were 
overlooked by earlier drillers and Concept was able to 
obtain a 36-section farm-out on these sands in 1976. 
The shallower zones are called the Second White 
Specks, Belly River, Milk River, Medicine Hat and 
Horseshoe Canyon sands. 


LARRY C.M. DARLING 
President 


Concept drilled nine successful gas wells in 1977, ten 
more in 1978, and an additional ten in 1979. The first 
of 15 additional infield wells was started in May of 
this year. The company now owns an approximate 
65% net working interest in the 36 sections. 


A gas gathering and compression facility was built in 
1979, and gas sales commenced in December, 1979. 


HUSSAR II - 96 sections 


A major oil company, Tenneco Oil of Canada Ltd., is 
currently drilling the seventh of a 12-well farmout 
from Concept on the Hussar properties. Tenneco also 
has the right to drill a further 12 wells. 


After completion of this $4.8 million project, Concept 
will have a 50% interest in three additional townships 
of proven gas. Hussar Il is scheduled to go on stream 
in November, 1981. 


HUSSAR - General 


Concept is one of the lucky ones - a gas contract is 
in force covering the total area. Concept has three 
drilling rigs working at Hussar. NO DRY HOLES HAVE 
BEEN DRILLED or are expected to be drilled. 


TransCanada Pipelines has contracted to purchase 
gas at existing rates, taking one million cubic feet per 
day for every 7.3 billion cubic feet of proven gas 
reserves on a “take or pay” basis. 


The drilled proven reserves of the shallow gas at 
Hussar have been evaluated by TransCanada at 2.6 
billion cubic feet per section. On this basis Concept’s 
gross production allowable is expected to be over 35 
million cubic feet per day by late 1981. 


Concept’s proved, probable and potential reserves 
have been evaluated independently at $204,979,600 or 
$36,961,556 at a 15% discount rate. 


> CONCEPT 
LOCATION 
eet CONCEPT 
COMPLETED 
> CONCEPT 
CURRENTLY 


DRILLING 


Shiprock, New Mexico 


Near the town of 
Shiprock, New Mexico, 
a 6,500’ discovery well 
drilled in 1974 by 
Concept went on 
stream in June, 1980, at 
a rate of two million 
cubic feet plus 30 
barrels of condensate 
pay day. 

Concept, 3313 % 
interest owner and 
manager of the project, 
plans to drill two 
additional wells at Shiprock this summer. Concept’s 
proved and probable interest in the Shiprock project 
is evaluated independently at $10,490,000 or 
$6,443,000 at a 15% discounted basis. The potential 
of this exciting discovery is over $50,000,000 for 
Concept’s interest as independently evaluated at a 
15% discount. 


Montana Operations 


The Company recently set production casing on three 
separate apparent discoveries in Montana. These 
wells vary in depth between 1,600’ and 4,000’ and will 
be completed during the summer of 1980. 


He - GAS/ CONDENSATE WELL 


The 450 Independent Petroleum producers of 
Western Canada are apprehensive about the future 
of their industry. This is an industry that gave the 
governments and the people of Canada the follow- 
ing in 1979: Royalties - $4 billion; Income Tax - $1.3 
billion; Exploration - $6 billion; Spending - $13.5 bil- 
lion; thus the oil patch spent $200 million more than 
its gross revenue. 

Consider this. 

The Western Canadian oil producers are selling 
their oil product at 1/3 of the world price ($14.50 as 
against $46.00 Canadian) and the Alberta govern- 
ment then takes a royalty of between 20% and 45% 
on this $14.50. The people of Central and/or Western 
Canada receive no true benefit from this. The pre- 
sent federal government pretends to give Central 
Canada a lower price for refined products but, in 
reality, taxes these same people for that privilege. 
The tax funds go to refiners to purchase 500,000 bar- 
rels per day of world-price crude oil. The Canadian 
Government has obligated itself to subsidize the 
economy of Canada by $3 billion per year in order to 
keep up this facade. 

Western Canadian oil and gas producers receive 
about $1.30 Canadian net for each $5.34 Canadian 
MCF of gas that is exported and even so, there are 
now over 5,000 shut-in gas wells in Western Canada 
- and there are no immediate markets in sight for 
most independents. 

This incredibly inept and potentially bankrupting 
non-policy on oil and gas by both federal and provin- 
cial governments must change. To quote Carl Beigie, 


Government Policy Must Change 


HE-GAS WELL 


Outlook 


The year ahead promises to be another banner one 
for Concept Resources. 


The company intends to continue its expansion into 
the United States during 1980, and in this regard has 
two large U.S. shallow gas projects currently 

under way. 


In Canada, Concept will launch negotiations for the 
acquisition of additional land to bolster its already 
substantial holdings in the province of Alberta. 


A major change in the coming year will see the 
method of drilling at Hussar changed from the 
conventional mud process to the air drilling system. 
Initial results with air drilling have been most 
encouraging. 
Larry C.M. Darling, President 
June 30, 1980 


president of the C.D. Howe Institute: “We are bor- 
rowing from the future as a nation, rather than in- 
vesting in it. ..| support a rapid move to significantly 
higher energy prices and suggest a policy of elimi- 
nating each year about one half the gap between 
domestic and an agreed upon high price until energy 
self-sufficiency is reached. . . The policy of trying to 
live with inflation is not the answer, nor is it a ques- 
tion of living with cheap energy in hopes that the 
problem will eventually disappear.” 

Now consider this. 

A recent editorial in the Hamilton Spectator says, 
“Alberta cannot be treated as a foreign country. The 
future of the province - and the country - rests as 
much on further costly exploration of oil sands and 
our frontiers as on the present more accessible 
crude which is rapidly diminishing. “Lougheed is 
still a federalist. He is both an Albertan and a Cana- 
dian. Perhaps we should all begin to ponder why Ot- 
tawa can handle his pleas with so much disdain 
while listening so intently to the premier of Quebec.” 

It is expected that economic logic will sooner 
rather than later prevail and that the price of Cana- 
dian crude will go to world levels and additional ex- 
port of natural gas will be achieved in the next 
several years. TO NOT DO SO MEANS BANKRUPT- 
CY FOR CANADA. 

One and all must remember - in North America 
there is no shortage of energy; there is, however, a 
critical shortage of cheap energy. 


Larry C.M. Darling, B.Sc., P.Geol., P.Eng. 


Concepts 
Growth 
Reflected 

in Front Office 


The growth of Concept 
Resources during 1979-80 is 
apparent in the company’s 
front office as well as in 
the field. 


Joining the firm as officers 
and vice-presidents are 
Barry W. Swan, C.A., and 

ns — a Kenneth W. Cheryba, B.S., 
BARRY W. SWAN KENNETH W. CHERYBA C. JAMES GILDERS P.Eng. 
Vice-President Finance Vice-President Operations Director Swan, a native of Calgary, 
Alberta, is vice-president of 
finance while Cheryba, from 
Pittsburgh, Pa., and a 
University of Pittsburgh 
graduate, is vice-president 
of operations. 


Ludjie Molner, from 
Whitecourt in Northern 
Alberta, is Concept’s 
operations superintendent. 


On the administrative side, 
Barbara J. Shaw, B.A., is in 
her third year with the 
company and is now 
Corporate Secretary. An 
officer of the company, 
Barbara is a native of 
Seattle, Washington, and 


BARBARA J. SHAW MARGARET J. BARRY LUDJIE MOLNER graduated from Washington 
Corporate Secretary Executive Assistant Operations Superintendent State University. 


Margaret J. Barry, from 
AVERAGE MONTHLY SHARE PRICES FOR 12 MONTHS Lacombe, Alberta, is 
Executive Assistant. 
Margaret is in her fourth 
year at Concept’s 
-headquarters and her 
responsibilities include that 
of information liaison 
officer. 


In addition to Concept 
president Larry C.M. 
Darling, directors of the 
company include Jesse C. 
Darling, B.Sc., R.N., and C. 
James Gilders, B.A. 
(Hon.Geol.). 


=—— BEFORE JULY 1979 SHARE SPLIT 
PRICE IF THERE HAD NOT BEEN A SPLIT 
——-—- ACTUAL SHARE PRICE 


Resources Ltd. 


Financial 
Statements 


FOR THE YEAR ENDED 
DECEMBER 31, 1979 


Cl Se idats : 1B 
: Ss AT one ct 1979 


1979 1978 

Pe ae $ 

nae ASSETS 
% CURRENT. ASSETS | 
ek Cash and short-term deposits AGI eee sey san ues NTA SC ES STs NG ne a EON MR NECE Dan C: 200,548 
Accounts receivable (notes 2and 5)).0...0.6.0.0 0... ene ars een ese) 195,604 
Marketable securities - at | market value ...... BN erat Po ae re arta Ca gic Ure sl canes 16,732 

Due from an officer (note Bye hha ne eee ee a as a ee eh Re ee a 209,110 

Due from Hussar Drilling (note) oo. ee ew ee a ee cet: 
Note receivable Antes 2and7).... Lae eS ae dae es 
621,994 

PROPERTY AND EQUIPMENT (notes 5 and 7) 

- Gas gathering and processing system ............ Pe eS ee ee ou be 
Petroleum and natural gas propelic> Lees Soi ee 1,670,134 
Equipment PSEA cis GS IRIN Inet Ie iceman oan RIN oe anne e OAS AL cele Mua pana sated Geen elias 188,264 

| 1,858,398 

Accumulated depletion and depreciation .... 6.2.6... cece cece e eee eee eee 296,944 

3 : 1,561,454 
OTHER ASSETS note 4). 30,231 
2,213,679 


SIGNED ON BEHALF OF THE BOARD 
Ua 


Director 


Director 


1979 1978 


$ 
LIABILITIES 
CURRENT LIABILITIES 
Bank Indebtedness (NOLG 2) olin lnk elle eee ge ee pi erat mem ma nies een Mace sole ta a eae 
Accounts payable and accrued liabilities ..-- 00... . cece eet ee es 1,113,457 
DPA AV ANICS Se UG a ese a aes S elcu le ina wie ele sete y ipmeaie nage 9 ns St 229,236 
Current portion of long-term debt (note 5)... - 6. i ee ee ee ee ee eens 
DUE TO Aly OHICEM (NOLES) a simi ale mie cing aie a inns a a ss 8 
1,342,693 
PONG TERI DEB) (note 5) ae ee a ea eee tie ele cis cele inn ee 
DEFERRED INCOME TAXES ee ce ae le ee ie cite leo aes a ka bon aa a ea 
1,342,693 
SHAREHOLDERS’ EQUITY 
CAPITAL STOCK (note 6) 
Authorized - 
4,000,000 shares without nominal or par value 
Issued and fully paid - 
2.887 A0e suiares (1976 2,935,408) eres ies Ce ee ea is ee ties a oie 3,111,216 
BON TRIBUTED SURPLUS ie ees sie cis See wal ae eg ag nals alana nae nen ea 22,000 
3,133,216 
PP i era ee Sar cor msl lcei chat inate la) aac pasha a ea ai ian Mac a aA (2,262,230) 
870,986 
2,213,679 


Concept Resources Ltd. 
Consolidated Statement of Deficit 


FOR THE YEAR ENDED DECEMBER 31, 1979 


1979 1978 
$ 
BALANCE — BEGINNING OF YEAR ..5 03 3 ce ee (1,141,444) 
Net earnings (loss) for the year... ee (1,120,786) 
BALANCE - END-OF YEAR 20:00. 0 i a (2,262,230) 
Concept Resources Ltd. 
Consolidated Statement of Earnings 
FOR THE YEAR ENDED DECEMBER 31, 1979 | 
1979 1978 
$ 
INCOME. , 
Production. (ope ee ee ee 164,563 
Turnkey drilling contracts (net)... sot ee er 16,708 
Other e238 eo ee SO er a ee ee 88,805 
270,076 
EXPENSES 
Production: . 20.200 Si 80,828 
Administhation: 0506030 ee ee a a 342,723 
Interest -long-term-debt... oo ee 79,680 
SOUNEN eee ccc oe ee 38,074 
Depletion, depreciation and amortization .......0.0. 0.00. cee enw e we eee eee cee e wenn 77,377 
Non-producing properties abandoned ............00 2 cece eee eee cee teen tees nas 
618,682 
(348,606) - 
RECOVERY OF (PROVISION FOR) INCOME TAXES 
Current: 5 oS sg ee a eee ee 52,930 
Deferred oor Se er a Or Oe ee ee 1,400 | 
54,330 
LOSS: BEFORE EXTRAORDINARY ITEMS > ..0250. 5. a ce ee ee (294,276) 
EXTRAORDINARY. ITEMS (note 7): ri a as eee ee (826,510) 
NET EARNINGS (LOSS) FOR THE YEAR is a (1,120,786) 
EARNINGS (LOSS) PER SHARE BEFORE EXTRAORDINARY ITEM 
Basic:and fully diluted: oo ere re ee ss ak ty eee, ae eae (13¢) 
NET EARNINGS (LOSS) PER SHARE 
Basicni cy ee eee estan geht ep ae ce (49¢) 
RUMAH aoe eee eee ree genie tus die kts sg Seem eee ee ae (49¢) 


Concept Resources Ltd. 
Consolidated Statement of Changes in Financial Position 


FOR THE YEAR ENDED DECEMBER 31, 1979 


1979 1978 
$ 
SOURCE OF WORKING CAPITAL 
Proceeds on sale of petroleum and natural gas properties ....... 2... . eee rere eet ete 6,000 
Proceeds on sale of equipment ...... 6.2... eee eee eee eet tent e eee ete es 1,200 
Proceeds on issue of capital stock ........ 2. cece eect eee tee teen eee 64,351 
increase in long-term debt ..... 2... 2.0... eee te et ere eter e es 84,332 
Reduction of income taxes on carry forward of IOSSES .... 6... e cece eee eee tees 
Increase in working capital resulting from surrender of properties and 
pipe in exchange for release of long-term debt ......--.-- se sere e eset etree etter ees 228,957 
384,840 
USE OF WORKING CAPITAL 
Used in operations - 
Loss before extraordinary iteMS ..... 6.6... cece eee tte eee nes 294,276 
Items not affecting working capital .... 2.0... .-- eee eee 75,977 
218,299 
Additions to property and equipment ..........----- sees eee ert tet eeetetenes 454,539 
Less: Issue of long-term debt (net of 
Giirrent portion Of $210,200) 5.5. a ee ee ee 
454,539 
672,838 
INCREASE (DECREASE) IN WORKING CAPITAL ..... 2.20. - 2 eee e eee eee cere teers (287,998) 
WORKING CAPITAL (DEFICIENCY) - BEGINNING OF YEAR .....-..--- 0 eee eee e eee e teers (432,701) 
WORKING CAPITAL (DEFICIENCY) - END ORVEAR es es ee ee (720,699) 


Auditors’ Report toThe Shareholders 


We have examined the consolidated balance sheet of Concept Resources Ltd. as at December 31, 1979 and the consolidated 
statements of earnings, deficit and changes in financial position for the year then ended. Our examination was made in accor- 
dance with generally accepted auditing standards, and accordingly included such tests and other procedures as we considered 
necessary in the circumstances. 


in our opinion, these consolidated financial statements present fairly the financial position of the company as at December 31, 
4979 and the results of its operations and the changes in its financial position for the year then ended in accordance with 
generally accepted accounting principles applied on a basis consistent with that of the preceding year. 


COOPERS & LYBRAND 
CHARTERED ACCOUNTANTS 
Calgary, Alberta 


May 21, 1980 
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Concept Resources Ltd. 


Basis of Consolidation 


The consolidated financial statements include the ac- 
counts of the company and Concept Drilling.Ltd. and 
Concept Resources Inc., its wholly-owned domestic and 
foreign subsidiary companies. 


Translation of Accounts of Foreign Subsidiary Company 


Current assets and liabilities are translated into Cana- 
dian dollars at December 31 exchange rates and non- 
current assets, liabilities and capital stock at the ex- 
change rates prevailing when the assets were acquired, 
liabilities incurred or capital stock issued. Revenue and 
expenses with the exception of depletion and deprecia- 
tion of property and equipment are translated at the 
average annual rate of exchange. Depletion and deprecia- 
tion are translated at the rates used in the translation of 
the relevant asset accounts. Translation gains and losses 
are included in determining net earnings in the year in 
which they arise. 


Property and Equipment 


The company follows a full cost method of accounting 
for petroleum and natural gas properties whereby all 
costs relating to the exploration and development of oil 
and gas reserves are capitalized. Such costs include land 
acquisition costs, geological and geophysical expenses, 
carrying charges on non-producing properties and costs 
of drilling both productive and non-productive wells. 
These costs are grouped into contiguous geological 
areas of interest. If a project interest, or significant por- 
tion thereof, is sold a profit or loss is recognized by the 
recording of proceeds as revenue and the expensing of an 
appropriate’ amount of the related accumulated costs. 
When an area of interest reaches the economic produc- 
tion stage, the related capitalized costs are amortized by 
the unit of production method based on estimated proven 
reserves. The costs related to areas which are relin- 
quished after evaluation are expensed in the year of relin- 
quishment. Properties whose carrying values exceed 
their estimated realizable value are written down to that 
realizable value in the year that such a determination is 
made by management. 

The gas gathering and processing system is recorded 
at cost and depreciated on the unit of production method 
which is designed to write the asset off over rts estimated 
useful life. 

Equipment consists of field and office equipment and 
automotive equipment. These assets are recorded at cost 
and depreciation thereon is provided on the diminishing 
balance method at rates varying from 20% to 30%, de- 
signed to amortize the cost of the assets over their esti- 
mated useful lives. 


Drilling Income 


Revenue from drilling operations is recognized on the 
percentage of completion method. 


Income Taxes 


The company follows the tax allocation method of ac- 
counting for the tax effect of the timing differences be- 
tween taxable income and the income recorded in the ac- 
counts. Timing differences arise when, for income tax 
purposes, the company deducts exploration and develop- 
ment expenditures and capital cost allowances in 
amounts differing from those charged to expense in the 
financial accounts. 


_ tive fiscal years. Fully diluted earnings per share have 


Earnings Per Share > 


Earnings per share are calculated using the weighing o 
average number of shares outstanding during the respec- 


been calculated as if the exercise of share purchase war- 
rants and options had occurred at the beginning of the 
year and the potential funds therefrom yielded intees at 
current rates. 


1978 figures have been restated to reflect the 2 for 1 
stock split in 1979. 


Joint Ventures 

Substantially all of the company’s exploration and pro- 
duction activities are conducted jointly with others and 
the accounts reflect only the company’s proportionate in- 
terest in such activities. 


Patent 
The patent is carried at its 1963 market value. The 
value of the patent is being amortized on the straight- -line 
method over seventeen years. 


The note receivable and accounts receivable have 
been pledged as security for the bank indebtedness. An 
officer of the company has also personally quaranee: 
the bank indebtedness. Se 


The amount due to an officer represents various 
amounts due to the officer and various corporations con- 
trolled by the officer by the company and its Sue en 
companies. 


The amount due bom Hussar Drilling represents ad- 
vances which are interest-bearing, to a joint venture 75% 
owned by a corporation controlled by the officer in order 
to finance the purchase of a drilling rig and initial opera- 
tions. 2 


1979 1978 
$ $ a 
Refundable deposits .............. 25,083 25,083 


Patent, at 1963 market value, less 
amortization of $47,793 
(1978: =3G4 45852) eee aria 2,207 5,148 


27,290 30,231 


Debenture loan payable to Guaranty Trust 
Company of Canada with interest at 
prime rate plus 1% per annum repayable 
at a minimum amount of $18,750 plus 
interest per month commencing on 
February 1, 1980, with the remaining 
balance due on February 15, 1985. ...... 2,249,962 
Estimated future liability with regard to 
payout of various partnerships on sale of 
properties in the Medicine Hat field, ; 
repayable based on production of 3 
properties sold (note 7). ............... 588,752 r 
é 2,838,714 j 
Less Current portion ............... 216,250 


2,622,464 


The company’s interests in natural gas properties in 
the Hussar gas field and the gas gathering and process- 
ing system have been pledged as security for the deben- 
ture loan. 

The debenture loan payable includes an amount of 
$324,000 receivable by the company from the Guaranty 


te 


Trust Company of Canada upon receipt of certain docu- 
mentation. Bee es y 

Of the current portion of long-term debt, $206,250 
relates to the repayment of the debenture loan and 
$10,000 relates to repayment of the estimated future 
liability. j 


The aggregate minimum amount of payments required e 
in each of the’next five years to meet retirement provi- 


sions are as follows: 

e ae $ 

Year ending December 31, 1980 216,250 
1981 to 1984 225,000 per annum 


The aggregate amount. of payments required in — 
respect of the estimated future liability with regard to 


payment of various partnerships for the years 1981 to 
1984 is not determinable at this time and is not reflected 
in the $225,000 per annum. 


(a) Capital Stock Issued 


1979 1978 
Number “Number : 
of shares Amount of shares Amount 
: $ oe 38 
: Exercise of 
warrants ...... 30,000 60,000 48,000 48,000 
Exercise of ee 
employee stock ee 
OPTIONS. ence 22,000 33,810 10,000 16,351 


52,000 93,810 58,000 64,351 


(b) Stock Split Base, 

Effective July 19, 1979 the company’s shares were split 
2 for 1 increasing outstanding shares from 1,177,704 to 
2,355,408. 


(c) Shares Reserved for Issue 


(i) Employee Stock Options and Share Purchase Ar- 
rangements 

At December 31, 1979, options to purchase 87,000 
shares (including 77,000 to directors and officers) were 
outstanding at prices ranging from $1.50 to $3.25 exer- 
cisable at various dates to August 7, 1981. Subsequent to 
the year end the company has agreed to sell, subject to 
the approval of regulatory authorities, to certain officers 
20,000 shares at $4.36 per share and 129,042 shares at 
$4.68 per share under share purchase arrangements. 

(ii) Share Purchase Warrants ; 

At December 31, 1979 there were 520,000 share pur- 
chase warrants outstanding. After giving effect to the 2 
for 1 stock split, 500,000 warrants to purchase 1,000,000 
shares of the company at $0.50 per share are exercisable 
on or before February 28, 1982. Of the remaining 20,000 
warrants which may be exercised to purchase 40,000 
shares of the company at $2 per share, 10,000 warrants 
were exercised on May 21, 1980 and 10,000 warrants are 
exercisable on or before November 21, 1980. 


Subsequent to the year end the company has issued 
to a securities dealer as consideration for arranging drill- 
ing financing, 37,500 share purchase warrants to pur- 
chase 37,500 shares of the company at $4.00 to $5.00 per 
share exercisable on or before January 31, 1981. Further 
to the same agreement the company has agreed to issue 
up to 37,500 additional share purchase warrants under 
the same terms and conditions. 


(iii) Other 


Subsequent to the year end the company has agreed | 


to issue to the participants in the Concept 1979 Hussar 
Drilling Program the right to convert their working interest 
in the Hussar field into shares of the company. The con- 


version option, which is exercisable by each investor ona 


_ per unit basis, would add to the company’s share capital 


in total the following amounts: 


No. of 

Shares 
If conversion option exercised before 

December 31, 1980 400,000 

from January 1, 1981 to June 30, 1981 300,000 

from July 1, 1981 - December 31, 1981 240,000 

from January 1, 1982 - June 30, 1982 200,000 


The company has also agreed to issue to the partici- 


pants in the Concept 1978 Hussar Drilling Program the 


right to convert their working interest in the Hussar field 
into 167,916 shares of the company before June 30, 1980 
exercisable by each investor on a per unit basis. The latter 
is subject to the approval of the regulatory authorities. 


1979 1978 
$ $ 
Gain on sale of Medicine Hat field, 
net of related income taxes of 
SOO OOO i ee teint. ORE en 428,544 
Reduction of income taxes on Carry 
forward Of1OSSeS ies sacs alele 145,000 


Loss on transfer of properties in 
exchange for release of long-term 
debt obligations 325. 6.6... 826,510 


573,544 826,510 


The company sold its interest in the Medicine Hat field 
pursuant to an agreement dated April 30, 1979 for 
$2,250,000 receivable in three non-interest bearing install- 
ments of $750,000 each due June 30, 1979, January 2, 
1980 and June 30, 1980. The net book value of this proper- 
ty at the date of sale amounted to $715,356. A provision of 
$590,100 for payment of obligations to partners has been 
deducted in arriving at the net gain. 


The company and its subsidiary companies have the 
following accumulated losses for income tax purposes 
for which no future tax benefit has been recognized in the 
accounts: 

(i) Concept Drilling Ltd. has losses for Canadian tax 

purposes amounting to $117,000 which may be 
claimed no later than: 


$ 
Year ending November 30, 1984 11,000 
1985 106,000 
117,000 


(ii) Concept Resources Inc. has accumulated losses 
for U.S. tax purposes which may be carried for- 
ward and used to reduce U.S. taxable income of 
$450,000 which may be claimed no later than: 


$ 
Year ending November 30, 1983 377,000 
1984 73,000 
450,000 


7 


The aggregate direct remuneration paid or payable by 
the company to the directors and senior officers of the 
company, as defined in the Alberta Companies Act, 
amounted to $101,965 (1978 - $75,450). 


Certain of the 1978 figures on the statement of earn- 
ings and changes in financial position have been reclassi- 
fied to conform to the 1979 financial statement presenta- 
tion. 
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Concept Resources Ltd. 


DIRECTORS & OFFICERS 


*+ Larry C.M. Darling, 8.Sc., REng., P-Geoi. 
President & Generai Manager 


*4 C. James Gliders, B.4.. (Hon. Geol.) 
Director 
Jessie C. Dariing, 8.5c., R.N., 
Director 

+ Barbara J. Shaw, B.A. 
Corporate Secretary 

+ Barry W. Swan, C.A 
Vice-President Finance 

+ Kenneth W. Cheryba, 8.S., PEng 
Vioe-President Operations 
Director 

+ Officer 
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DIRECTORS OFFICERS 


Robert Bellamy Sinclair M. Stevens, Chairman 
Michel Bourbonnais Donald M. McPhail, President 
Hugh L. Coulson Lionel T. Colman, Treasurer 

James E. Houston Noreen M. Stevens, Secretary 


Donald M. McPhail 


Sinclair M. Stevens 


COMTECH 
a i ae Pe es ee ge Me ee oy ae ee eRe Cero 


FINANCIAL HIGHLIGHTS 


1970 1969 
BeEVEnUGs aes murs a ta ERE. noone es ee $2,731,005 $2,609,698 
NetmINGOM Games Bae te eek So 2 oe $ 111,842 $ 71,604 (1) 
PAamngS  DeleSlale mere ge ces es oe 16 11 (1) 
Average number of common shares outstanding ._.. 698,428 643,963 


(1) Restated 


PRESIDENT’S REPORT 
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TO OUR SHAREHOLDERS: 


In 1970 we took two important strides forward: 


Tt. We became the Nation’s Number One 
independent supplier of computerized payroll 
services. 


2. We entered the rich American market. 


For 21 months we have built our company with 

a deliberate shifting of emphasis from custom 
work to specialized activity in the computerized 
payroll service business. During that period we 
have added 330 new payroll accounts and 
currently we are growing at the fastest rate in our 
history. In the month of October, for example, 
we gained 28 new accounts whose billings will 
total over $72,000 annually. 


Our services are used by companies having 
payrolls ranging from 11 employees to over 
3,000. It is the uniqueness of our package 
program which has led us to pre-eminence in the 
field. 


While it is nice to be number One, we gain more 
satisfaction from the many and continuing 
commendations received from clients we 
presently serve. 


A general contractor states: “‘We recommend 
Comtech’s Paymaster to any organization where 
size or complexity make handwritten payrolls a 


burden.” 


A major service company comments: “We always 
find your employees very courteous and ready 

to help us with our problems. | think your payroll 
service is very prompt and efficient and | would 
certainly recommend this service to your 
prospective clients. By changing our payroll 
operation to Comtech service, we were able to 
effect savings in our labour costs and we will 
certainly continue using your service in future.” 


One of Canada’s largest wholesale distributors 
says: “We have now passed the first full year of 
your data processing service on our four payrolls 
in this office. In that period of time we have not 
only replaced personnel handling our payrolls, 
but have also re-distributed these duties and any 
transition has been made without any appreciable 
amount of difficulty.” 


In late April we expanded our operations 
geographically through an agreement to purchase 
Namac, Inc., an American data centre in the State 
of Massachusetts. Already this acquisition has 
allowed us to offer our computerized payroll 
service in Massachusetts through marketing 
agreements with various American banks, who 
distribute the package through their branch 
operations. This program minimizes our necessity 
to field a direct sales force and gives us a 
prestigious contact with future clients. Based on 
initial reaction, we anticipate that our entry into 
the American market by working in conjunction 
with banks in that Country, will not only be 
profitable, but administratively, relatively simple. 


In the year we have invested approximately 
$470,000 of working capital to acquire a 
computer, two data centres, and in the 
development of our package programs and 
sales force. Return from this investment is 
now being demonstrated and shows in current 
monthly operating profits. 


Our growing data processing package revenue 
is reflected in a table shown in this report. 
Package revenue in the first quarter of our 
current year is 140% ahead of such revenue in 
the first quarter of the previous year. 


Our emphasis in the package field is even more 
dramatically shown by the fact that 84% of our 
Canadian clientele are now payroll service 
customers. 


Chartering activity continues and at the present 
time we have two district charters operating in 
Ontario in addition to our chartered associate 
in Atlanta, Georgia. Our chartering concept 
works as an excellent supplement to our direct 
sales activity, since it enables us to expand 
geographically into distant areas without 
excessive startup expenditures. 


As reflected in our statements we have sold and 
leased back the land and building previously 
owned by the company in Brantford. This 
transaction freed up cash and along with our 
sub-leasing of surplus space in the building, has 
minimized our property expenditures in our 


ee 


automotive manufacturing division. In addition, 
we have re-organized this division by closing 
down our unprofitable cotton production, and 
expanding our jute and foam rubber operation. 


With this stream-lined approach and a 20% | 
increase in bookings which are already in hand, 
we expect to be able to maintain a profitable 
operation in Brantford. 


Sale of the division or its merger with another 
concern have been considered and negotiations 
are presently being advanced along this line. 


With revenue and profitability rising monthly, we 
anticipate a good year in 1971. In the meantime, 
may we thank you as shareholders for your 
patience during our transition from a custom data 
processing concern to a highly specialized 
package operation. We know you will be pleased 
with our future annual results. Our staff is 
outstanding and we wish to thank them for their 
efforts. 


On behalf of the board of directors, 


Donald M. McPhail 
President 
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ASSETS 
19705 1969 
CURRENT ASSETS (Restated) 
Cash and bank deposit receipts ..... . et eer. ee . $ 17,214 $ 296,879 
Accounts receivable ..... 549 , 340,654 251,270 
ELE ATE | GES) 8) TS ey ey ig UR Sa era ne 5,500 57,983 
EMMA RCCMIOCOVGIADION. 6.2.5... cn ee cue che ees me eee 6,251 — 
Ue reIICOS ts fe echo Cha ok cea ee eg Oe ee aa eee 148,531 179,138 
SMI OBETICSAUVENCES bed ek dae dw oe . BEM eed Oe ere 56,016 42,403 
Current maturities on debenture receivable ...._... east - eee 24,000 — 
__ 598,166 __ 827,673 
INVESTMENTS 
Notes receivable (Note 2) ................. .. ae ae Oe eee 14,900 28,991 
Seer SRTOGEIVADIG a (INOIG 3) nc osetia, ses «Roe A ee i ee 138,000 — 
RNReney APA REPEMECEMILISATEY WAINOIG AL) ise 3 os a 2 Hee ee ae) «es Es ” — 105,543 


152,900 134,534 
Ab DE a ene ee eee ea ent ere 1,606,546 1,581,021 


FIXED ASSETS (Note 3) 


INTANGIBLES AND DEFERRED CHARGES 


Premiums incurred on acquisition of subsidiary companies (Note 1) ......... 603,029 240,626 
emredechardes (NOW A) ici cie gets od. wes os ae ae ge ee ere 214,109 91,111 
Su LS, Dye ga eee nn eo ee ee an . 12,356 12,356 


829,494 344,093 


Signed on behalf of the Board: 
DONALD M. McPHAIL, Director 


SINCLAIR M. STEVENS, Director 


$3,187,106 $2,887,321 


CONSOLIDATED BALANCE SHEET AS AT JUNE 30, 1970 
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LIABILITIES 


1970 1969 
CURRENT LIABILITIES (Restated) 
Bankemacuiedness: (Note .5) io... 25.6. ho  . . 1.0, $7 226;655 7S" 924.407 
Accounts payable and accrued liabilities ....... Fe MES ee AS tae 403,038 Shei 00) 
SURES AP RGSED 2a Rs ind oe ee a ce Oe tk me Cn ee eens nS, — 10,828 
Current liabilities before debt payments ..................... Reh Be oy: 629,693 412,986 
Long-term debt payments due over next twelve months (Note 6) ............ 201,342 169,773 
831,035 582,759 
LONG-TERM DEBT (Note 6) dg Ae Fo a ae Sa A, 732,280 691,313 
DEFERRED CHARTER INCOME . 1 a a earns fee oe ts eh 17,650 _— 
DEFERRED INCOMESPAAES (Note 111) .:.... .-. CU. , OR... s fs — 4,847 
1,580,965 1,278,919 
SHAREHOLDERS’ EQUITY 
CAPITAL STOCK 
Authorized 
14,490 5% First preference shares, $10. par value cumulative, redeemable 
at $10.20 a share 
157,482 3% Second preference shares $1. par value non-cumulative, 
redeemable at par 
2,000,000 Common shares, $1. par value 
Issued 
4,490 5% Preference shares _. So Te ee ee x 44,900 44,900 
mano t 5% oPreterenGe Snares. 2)... 0), Rie os eR ee 55,482 55,482 
744,263 Common shares (including 50,000 shares during year — Note 2) .... 744,263 694,263 
844,645 794,645 
CONTHIBUTEDISGURPLUSHNO1E 8) o-oo SR oo ee Pere os Bev ee eee os 681,851 672;/73 
EXCESS OF APPRAISED VALUE OF FIXED ASSETS OVER DEPRECIATED COST 
SN TOuS Mabe See SR gy te ttn int Wien eae ae — 173,181 
RETAINED EARNINGS (a gle he! See ener h tere eee e eee enn i Yc pose ca 79,645 (32,197) 
1,606,141 1,608,402 


$3,187,106 $2,887,321 


AUDITORS’ REPORT 


To the Shareholders of 
Comtech Group International Limited 


We have examined the consolidated 
balance sheet of Comtech Group Inter- 
national Limited and its subsidiaries as at 
June 30, 1970 and the consolidated state- 
ments of income, retained earnings and 
source and application of funds for the 
year then ended. Our examination included 
a general review of the accounting proce- 
dures and such tests of accounting records 
and other supporting evidence as we 
considered necessary in the circumstances. 


In our opinion, these financial statements 
present fairly the financial position of the 
companies as at June 30, 1970 and the 
results of their operations and the source 
and application of their funds for the year 
then ended, in accordance with generally 
accepted accounting principles applied, 
after giving retroactive effect to the change 
in accounting policy explained in Note 10 
to the financial statements, on a basis 
consistent with that of the preceding year. 


Laventhol Krekstein 
Toronto, Ontario Horwath & Horwath, 
November 6, 1970. Chartered Accountants. 
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CONSOLIDATED STATEMENT 
FOR THE YEAR ENDED JUNE 30, 1970 


REVENUES 


Manufacturing sales 


Computer services 


Charter fees (Note 2) 


COSTS AND EXPENSES 
Manufacturing cost of sales 


Data processing expenses 


Selling, general and administrative 


Income (loss) before taxes 


Income tax recovery (provision) ...... 
Provision for minority interest 
INCOME (LOSS) BEFORE EXTRAORDIN 
EXTRAORDINARY ITEMS, net (Note 10) 
NET INCOME 


EARNINGS PER SHARE 
Income (loss) before extraordinary | 
Extraordinary items 


Net income 


Average number of shares outstanding 


OF INCOME 


expenses ... 


ARY ITEMS 


tems 


1970 1969 

(Restated) 

$1,559,030 $1,621,565 
948,705 786,100 
223,270 202,033 
$2,731,005 $2,609,698 
1,448,030 1,442,190 
839,612 673,339 
466,216 335,335 
2,753,858 2,450,864 
(22,853) 158,834 
9,207 (51,740) 
(13,646) 107,094 

908 — 

(14,554) 107,094 
126,396 (35,490) 

$ 111,842 $ 71,604 
(.02) 16 
18 (.05) 

16 sit 
698,428 643,963 
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CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
FOR THE YEAR ENDED JUNE 30, 1970 


1970 1969 
SOURCE OF FUNDS (Restated) 
Operations 
MGERINCOME SD tite cee es ec een bh ad ee) Ses ee ae, $ 111,842 $ 71,604 


Charges not requiring funds 


Bapreciationuonttixed assets 2... oe ok. ee ay 2 100,888 74,568 
Amoruzationsofideterred charges ..-)'oe =... eee... ... 7: Bode 30,355 
Credits not providing funds 
BYRrerrOCIIICOINIG BLAX ES a6 1h cake pis. Sanh ee a) eae Ee a acl oe (4,847) (1,641) 
Chartenng.tees).non.current)< s... i ok ae pees: ty ee ee — (28,991) 
Gain on sale of fixed assets ........... a ee ee (127,829) = 


137,406 145,895 
issue of common shares 


Sate (Sets ye A pee Or een CE) (he, Ce ee ee ees eee — 276,500 
ingexchange for shares of subsidiarieS 25 0%. 1.3 oe. os ui uy ae 60,000 193,320 
megsasce wnelOono-ermy GeDt fd ed oe ee BE «of PR Sh oS: 226,497 518,015 


Proceeds on sale of fixed assets ............. = 1k bs MME SS oe 3' 345,273 ae 
$ 769,176 $1,133,730 


APPLICATION OF FUNDS 


Investment in shares of subsidiaries, less working capital at dates of acquisition $ 298,635 $ 376,603 
Purchase of fixed assets 


EGMOUIG COUIDING Data a sine Av'cn gions ie ay ie ee 2 2 ' 386,705 552,424 

“rere ONT SS Rat Ee ae re We eee creer re 71,664 60,344 
Debenture taken back on sale of fixed assets ..............-.---5---+-5-- 138,000 — 
Systems development — package programs ........-..----.-- 00. 76,155 35,750 
alae IGVEIODINEMUCOSIS) gaa scene any erie > pea Ne coer eed oe cam we 83,311 13,753 
Gomputee conversion, COStS io. ac. 2th: 228 ons 1 PRO oat — 19,635 
GUSTOMEN ACGUISILION) COSE: tage ec igeteeiee ip os tae ge 9,000 mae 
Repaymentsromlong-term) debt 208 6 2 8 eee 189,130 185,490 
RAIGECNAN GOUGH NOT. Ret OA Sdn 8 cer. fone Shigeru ee Rn 2 re ty (5,641) 986 


$1,246,959 $1,244,985 


COMTECH GROUP INTERNATIONAL LIMITED AND suBsiDIARIES 
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CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
FOR THE YEAR ENDED JUNE 30, 1970 


BALANCE AT START OF YEAR 
As previously reported ............. SL ks Cake: 
Prior years’ adjustment to organization and finance expenses (Note 1O}Feee 
Bosresisted sre... ...... 
REED CE CER OR ooo ees deg gale ss tans 


BALANCE AT END OF YEAR _. 


NOTES TO 1970 CONSOLIDATED FINANCIAL STATEMENTS 


1. ACQUISITIONS AND PRINCIPLES OF CONSOLIDATION 


The Company (which changed its name from Fibre Products of Canada Limited 
in November 1969) owns the following principal subsidiaries: 


Percentage 

Name of Subsidiary Date Acquired Owned 
Comtech Group Limited June 3, 1969 100% 
Subsidiaries of Comtech Shee ae 

Commercial & Technical Computer 

Services (Ontario) Limited March 30, 1968 100% 

Comtech Limitee August 7, 1968 100% 

Charters Limited October 11, 1968 100% 

Commercial Computer Services Inc. November 3, 1969 90% 

Namac Inc. May 29, 1970 100% 
Fibre Products of Canada Company 

Limited 100% 


As at June 30, 1969 the Company held a 49% interest in the common shares 
of Commercial Computer Services Inc. and reflected this as an investment in 
an “associated company”. On November 3, 1969 the Company acquired 
additional common shares to increase its ownership to 90%. 


The Company also acquired on May 29, 1970 100% of the shares of Namac 
Inc. (Note 2). 


1970 1969 
$ 62,734 $ (78,225) 
94,931 25,576 
(32,197) (103,801) 
111,842 71,604 


$ 79,645 $ (32,197) 


The acquisition of Comtech Group Limited in June 1969 was treated as a 
“pooling of interests” for accounting purposes and accordingly the consolidated 
statement of income includes the operations of this company and its subsidiaries 
for the entire 1969 fiscal year. 


All other acquisitions of subsidiaries have been accounted for as purchases, 
which reflect earnings only from the dates of acquisition. The resulting excess 
of cost of investment of shares over the book value of the subsidiaries, which 
is not being amortized, is reflected in the financial statements as “Premiums 
incurred on acquisition of subsidiary companies”. 


CHARTER FEES 


The Company reflects as income the cash received from charter fees plus a 
portion of unpaid notes receivable due within five years based on certain criteria 
ong collectibility. Income for the year includes $2,750 of unpaid notes 
receivable. 


The two regional sales made during the 1969 fiscal year were renegotiated 
during 1970 resulting in a reduction of $675,500 U.S. This portion of the 
unpaid notes receivable was not previously reported as income. 


In 1970, $169,500 U.S. of notes receivable from these sales were reflected as 
income. The resulting balance of notes receivable amounting to $271,000 


COMTECH GROUP INTERNATIONAL LIMITED AND suBSIDIARIES 


($250,500 U.S.) was settled by way of acquisition of the shares of Namac Inc. 
and other items as set out below: 


100% of shares of Namac Inc. (including 


charter rights to State of Massachusetts) $ 246,712 
Computer equipment (less $283,565 of notes 
DAVADIGN. odors ot Ee . rete ice € 103,140 
349,852 
Less 
Trade accounts forgiven ............. $ 18,852 
Issue of 50,000 common shares of 
Company valued at .............. 60,000 78,852 
$ 271,000 


The balance sheet reflects as issued capital 50,000 common shares valued at 
$1.20 each, which issue has been approved by the board of directors but is 
subject to shareholders’ approval. 


FIXED ASSETS 1970 1969 
Accumulated 

Cost Depreciation Net Net 
Cand tand.bullding, s.c2.cc% s.- —_ —_ _— 398,125 
Machinery and equipment .... $ 851,598 379,910 471,688 442,305 
Computer equipment ......... 1,148,137 115,364 1,032,773 676,746 
Magnetic tapes .............. 34,520 10,293 24,227 12,308 
Furniture and fixtures ........ 98,040 40,984 57,056 34,250 
Leasehold improvements ..... 25.117 11,574 13,543 12,488 
Nici [e- Oe foe ee 2 oe ener ee 24,756 17,497 7,259 4,799 


$2,182,168 $575,622 $1,606,546 $1,581,021 


The Company depreciates its fixed assets on a straight-line basis over their 
estimated useful lives. 


Total depreciation recorded on fixed assets during 1970 was $100,888 ($68,402 
in 1969). 


During the year, the Company sold the land and building at its Brantford plant 
and realized a profit calculated as follows: 


Sates IFOCGOOS NGL: Cfo tskeay at incte ss Seve ie ae $ 345,273 


Deduct 
Appraised value of land and building 
(less depreciation of $181,592) ... $390,625 
Less unamortized balance of appraisal 
HICIBASS Gla eo oor ee: 173,181 
Book value of land and building sold ..... 217,444 
it on sale of land and building reflected 
sania extraordinary item (Note 10) wee $ 127,829 


NN Ea, 


The Company has taken back a debenture from the purchaser which has the 
same terms of payment as the Company’s debenture payable to the Adjustment 
Assistance Board (Note 6). 

The Company has leased back the Brantford premises for a two year period with 
a renewal option for a further three years. 


DEFERRED CHARGES 


Period of Amortized Unamortized Balance 
amortization during year 1970 1969 (Restated) 


Package programs . 5 years $ 19,128 $ 124,670 $ 61,812 
Sales development . 2 years 17,756 79,308 13,753 
Computer conversion 1 year 12,135 _— 12,135 
Customer acquisition 5 years —_— 8,000 —_ 

Other: 335 syae eee o— -— 2,131 3,411 


$ 214,109 $ 91,111 


Comtech designs and produces its own package programs using its own 
employees and facilities. The cost includes appropriate amounts of salaries, 
computer operating costs and administrative overhead. Amortization commences 
upon completion of each package program for marketing. 


Sales development costs represent certain marketing expenses the benefit of 
which will be received in future periods. These costs are amortized on a 
straight line basis over a 24 month period commencing in the fourth month after 
incurrence of such costs. 


BANK INDEBTEDNESS 


Inventories and accounts receivable amounting to $460,106 have been pledged 
for bank indebtedness. 


6. LONG-TERM DEBT 1970 1969 


7% First: mortgage |42--<. - one 
Secured debentures, payable to Adjustment Assistance 
Board, $2,000 principal monthly to March 1977; 
interest payable at the rate of 7/2% per annum 
on $14,000 and 6% per annum on remainder .. $ 162,000 186,000 
Lien notes payable on computer equipment (at 
interest approximating prime bank borrowing 
rates) 
Monthly principal instalments of $3,811 to 1973 138,248 184,815 
Monthly principal instalments of $6,122 to 1975 348,970 412,530 
834% Lien notes payable on computer equipment 
due in monthly instalments of $6,060 (including 
Interest) to 1974_($253174. U.S!) ~(33 20s 272,004 —_ 
Other debt, maturing in 1971...................... 12,400 aa 


933,622 861,086 
eer ere eee eS 201,342 169,773 
$ 732,280 $691,313 


a $ 77,741 


Less current maturities 


The Company has followed the approach of purchasing its major equipment 
(rather than leasing) which has resulted in the inclusion under current liabilities 
of $177,342 representing the next 12 months of principal payments on computer 
equipment. 


The debentures payable to the Adjustment Assistance Board are secured by the 
debenture receivable (Note 3) and by a first fixed and specific charge on specific 
machinery and equipment. 


The aggregate amounts of payments required for retirement provisions in each 
of the next five years are as follows: 


1971 $201,342 
1972 213,923 
1973 201,889 
1974 170,907 
1975 94,961 


DIVIDEND RESTRICTIONS 


Under the terms of the Adjustment Assistance Board’s secured debentures, the 
Company will not redeem any of its shares or declare or pay any dividend on 
any of its shares without prior consent of the Adjustment Assistance Board. 


Dividends on the 5% cumulative preference shares have been paid to June 30, 
4954. Arrears of dividends amount to $35,920 at June 30, 1970 on the 4,490 
shares outstanding. Since the Company failed to pay more than three consecutive 
half-yearly dividends on the 5% cumulative preference shares and more than 
four consecutive half-yearly dividends on the 3% non-cumulative preference 
shares, both classes of shares carry voting rights. 


One of the subsidiary companies has unpaid cumulative preference dividends 
owing to minority shareholders in the amount of $3,544. 


CONTRIBUTED SURPLUS 


Balance at June 30, 1969 .......... Be Gos $ 672,773 
Additional costs relative to the acquisition of Gomtech 74." .. 922 
671,851 

Paid in capital on issue of 50,000 common shares valued at 
eT each ( NOIGs2 ik. Baia aks ion a ie serey > ree Ktatn We HES 10,000 
$ 681,851 


Balances dtmiune G0, 1010.2 0leie be ne ee Pee se er 


STOCK OPTIONS 

The Company established an incentive stock option plan during the year for 
officers and key employees. On March 23, 1970, options on 35,000 common 
shares were granted at a price of $1.00 per share (which approximated market 
value). Options on 7,000 shares are exercisable at June 30, 1970, with an 


COMTECH GROUP INTERNATIONAL LIMITED AND SUBSIDIARIES 
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10. 


11. 


12. 


13. 


additional 7,000 share options becoming exercisable in each of the years 1971 
to 1974. No options have been exercised up to June 30, 1970. 


EXTRAORDINARY ITEMS 1970 1969 
Profit on disposal of fixed assets (Note 3) ........ $ 127,829 —_ 
Reduction of income taxes due to application of tax 

loss carry forwards (Note 11) ............-- 6,900 $ 45,400 
Settlement with a vendor of a subsidiary acquired .. (8,333) (10,000) 
Organization and _ financing costs, previously 

— (70,890) 


capitalized’ <c.<..... 2 o e-ink te ee 
$126,396 $ (35,490) 


In prior years, the Company deferred certain organization expenses resulting 

in its merger with Comtech Group Limited and expenses incurred in connection 
with an aborted financing proposal. These expenses were to be amortized over 
a 5 year period commencing in June 1969. 


The Company has now adopted the policy of writing off such expenses in the 
year incurred. Accordingly, the 1969 figures have been restated to reflect this 
change in accounting policy by a charge against income as an extraordinary 
item in the amount of $70,890 and a reduction in amortization expense of 
$1,535. Organization costs incurred in 1968 in the amount of $25,576 have been 
written off as a prior year’s adjustment to retained earnings. 


INCOME TAXES 


Income taxes in the amount of $6,900 in 1970 ($45,400 in 1969) have been 
eliminated as a result of utilization of previous years’ losses. This elimination 
has been reflected as an extraordinary item in the statement of income. The 
companies have business losses remaining which may be deductible in 
determining future taxable incomes. 


COMMITMENTS 


The companies are committed to annual realty and equipment rentals 
approximating $132,000 until 1972 and $33,000 thereafter expiring in 
various periods up to 1986. 


STATUTORY INFORMATION 


Lie Oe pte heated paid or payable by the Company and its 
subsidiaries to the directors and senior officers of the Co 
fapeonuine cea mpany was $115,095 


Total interest paid on long-term debt amounted to $44,327 ($40,564 in 1969). 


DATA PROCESSING PACKAGE REVENUE 
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1970-71 


HEAD OFFICE AND TORONTO DATA CENTRE 
COMTECH GROUP INTERNATIONAL LIMITED 
50 Lesmill Road 


Don Mills, Ontario 
Area Code 416 — 445-4010 


MONTREAL DATA CENTRE 


COMTECH LIMITEE 

Suite 1000 

9310 St. Laurent Blvd. 
Montreal, Quebec 

Area Code 514 — 384-3550 


BOSTON DATA CENTRE 
COMTECH NEW ENGLAND INC. 
534 Boston Post Road 
Wayland, Massachusetts 01778 
Area Code 617 — 899-5560 


FIBRE PRODUCTS OF CANADA COMPANY LIMITED | 


27 Catharine Avenue 
Brantford, Ontario 
Area Code 519 — 753-3183 


CHARTERED ASSOCIATE 
COMTECH INC. . 
3400 Peachtree Road N.E. 
Atlanta, Georgia 
Area Code 404 - 266-2858 


Printed in Canada. 


